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CERTIFIED HAIL 

Dear Agglican t : 

We have completed our  revieor of your appl ica t ior ;  f o r  exemption under soction 
501 (c)  ( 4 )  of t h e  I n t e r n a l  Revenue Code. 

The evidence subm**** * * * * * * *  * * *  *** ***   incorporated ********  **  ***** ,.,, 
under t h e  laws of * *  ************** ** ******  .  Your purposes,  a s  written in 
your Articiles of Ineorgora t ion ,  c t a t e  t h a t  your organizat ion i s  not  organized,  . 

nor s h a l l  i t  be opera ted,  f o r  p r o f i t ,  but i s  organized and s h a l l  be op 
excZusively f o r  t h o  purpose of providing f o r  t h e  a c q u i s i t i o n ,  const ruct io i i ,  ,' 

management, maintenance and c a r e  of Associat ion proper ty  as tha t  term i s  
de f ined  i n  s e c t i o n  528 of t h e  I n t e r n a l  Revenue Coda. 

Your a r t i c l e s  f u r t h e r  s t a t e  tha t  your a s s o c i a t i o n  was formed t o  ~ p f e g u a r d  t h e  
va lue  of a l l  t h e ' p r o p e r t i e s  loca ted  within **** *********  *********  ,  a s  s e t  . .  

f o r t h  on the  p l a t  a n t i t l e d ,  Proper ty  of ****** **** **********  *********  " ,, 

*** , amended **** ****,  commonly ref er red  t o  as  *********  *********  , by 
p roper ly  maintaining *********  i t s e l f ,  inc luding the  dam and sp i l lway  and 
common areas .  

Your p r i n c i p a l  a c t i v i t y ,  a s  s t a t e d  i n  your a p p l i c a t i o n ,  i s  t h e  p rese rva t ion  
maintenance and upkeep of t h e  lake, dam and sp i l lway .  Other a c t i v i t i e s  
i n c l u d e  promulgation of rules and regu la t ions  f o r  members regarding 
maintenance of t h e s e  f a c i l i t i e s .  'You a l s o  at tempt t o  promote fel losrship among 
t h e  r e s i d e n t s  by sponsoring p i c n i c s ,  r e g a t t a s ,  and p a r t i e s  a t  the  homes of 
members. 

Income t o  your o rgan iza t ion  comes from member duos. Expenses a r e  for i tems 
s t a t e d  above. 
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*************************************** 

Section 501(c)(4) of tho Intornal Ruvonus Code providoe fqr tho exemption from 
federal incomo tax of civic leagu~s or organization@ not organized for prolik, 
but operatsd e x c l u ~ i v ~ X y  for !;he promotion of nocjal waltara. 

Sockion l.bOl(c) (4)-l(a) (2) (1) of the Income Tsx Rcqulatione provides that an 
organization is opsrated tor bhe promotion of social welfare if I t  promotoa In 
eoms way, the common good and general welfare of tho peoplo of the communfity, 
An organization deecribed in t h i a  section ie on0 which is operated for the 
purpose of bringing about civic betterments and social improvsmenta . 
Rsventw Ruling 72-102, 1972-1 C.B. , 149, atates that a non-profit organization 
formed to preserve the appearance of a houeing dovalopment and to maintain 
streeta, sidewalks and commorl aroaa for uoe of reaidoirts ie oxempt undar 
section 501(c) ( 4 ) .  Membersh:~p la required of all ownere of real property in 
the development and anseaementa are levied to support the organization'r 
activities. It was hold that by mnintaining tho property normally maintained 
by a municipal government the organization served the common good and general 
welfare of tho people of tho community. 

Revenue Ruling 74-99, 1974-1 C . B .  131, modified Revenue Ruling 72-102 by 
providing new guidelines urrder orhich a Romeo~rnere ansociation cauld be exompt. 
These guidelines are: 

1. The organization must scrve a "community" which bears a reaaonabls 
rocognizabls relationship to an aroa identified aa a governmental unit: 

2. It must not condvlct activities directed to tho exterior maintenance a t  
private residences t ~ n d  

3 .  The common areus or facilities must be for the use and enjoyment of the 
general public. 

Revenue Ruling 74-99 states t h a t  "...Revenue Ruling 72-102 was intended only 
to approve ownershtp and maintenance by a homeowners asnociation of such areas 
as roadways and p .eklands, sidewalko and atreet lights, access to or the use 
and enjoyaent of which is extended to members of the general pnblic, Sinae 
access to and use of your facilities is limited to the residents of the 
development, you do not qualify for exemption under section 501(c) ( 4 )  and are 
a taxable ontity. You are required to f i l e  federal income tax raturns on Form 
1120. 

Section 528 of the Interncl Revenue Code deals with organizations which are 
"homeowaers' associations". The term "homeowners association for purposes of 
this section means an organization which is a condominium management 
associatj.on or a residential real estate management aasociation. 



The o rgan iza t ion  murt be organized t o  provide f o r  t h o  a a q u i e l t i o n ,  
aon# t rua t ion ,  managernpnt , maintenance an4 c a r e  of a s s o c i a t i o n  proper ty ,  Xn 
a d d i t i o n ,  60* o r  mora "of tlre flranu incoma of such o rgan i ra t ion  t o r  a t axab le  
year n u r t  come from memberohip duos, f ree o r  aseerrmsnta from ownarn of 
r e e i d s n t i a l  proper ty  and 90S o r  more of the oxpanses f o r  the  o rgan iza t ion  must 
be expenditurea for t h e  acquisition, cons t ruc t ion ,  managemant, maintenance and 
c a r e  of tha  aaaoa ia t ion  property,  Under t h i a  arrangement, no p a r t  of thtt ne t  
ea rn ings  of t h e  a n n o c i ~ t i o n  arn b e n e f i t  any p r i v a t e  ind iv idua l  an4 the  
a s a o c i r t i o n  must e l e a t  t o  halve t h i s  aeot ion apply t o  them i n  each t a x a b l e  
year ,  

We are s n c l o e i t ~ g  a copy of Publ ica t ion 588 which ptovidee information 
conoerning t h i ~  eeot ion which may apply t o  your aesoc ia t ion .  

Xt! you do not agree  with our f ind ings  regarding your exempt s t a t u e  under 
s e c t i o n  5 0 1 ( c ) ( 4 ) ,  we rocammend t h a t  your request  e conference with a member 
of our  Regional O t f i a e  of Appeale, Your requaat  f o r  a conference ahould 
inc lude  a w r i t t e n  appeal  g iving the  f a c t s ,  law, and any o t h e r  information t o  
support  your p80sdtion ae explained i n  t h e  enclosed Pub l i ca t ion  892,  You w i l l  
then be contacted t u  arranqe 6 d a t e  f o r  a conference.  The conference may be 
held a t  the Reg:lonal OFfice, o r ,  i f  you request,  a t  any mutually convenient  
d i r t r i c t  o f f i c e .  IY you will be r e p r e ~ e n t e d  by somaane who i 8  not one of your 
p r i n c i p a l  o t f i c o r e ,  t h a t  peraon will need t o  f i l e  a power of a t to rney  or t a x  
intormaticln euttos i z a t i o n  with u s .  

If you do not appeal  t h i s  determination wi thin  30 days from the  date  of t h i e  
l e t t e r ,  an explained i n  the  enclosed Pub l i ca t ion  892, t h i s  w i l l  become our 
f i n a l  determinat ian  on t h i a  matter  , 

Sincere ly  yours, 

Dis t r i c t  Director  

Enclosure: Publ ica t  i o n  892 
Pub l i ca t ion  588 


